Introduction
That African countries have a relatively high inequality-among the highest in the world-is generally well known. Yet, at further reflection, this fact represents a puzzle that has been little researched. This may be simply due to the fact that while writings on inequality and poverty in individual African countries have recently become much more common, not least thanks to a much greater availability of household surveys within the World Bank, continent-wide (or several-country) studies of inequality are rare (the exceptions are Demery and Squire 1996; Christiaensen, Demery and Paternostro, 2002) .
One would expect Africa to have rather a very low inequality. If one subscribes to a Kuznets type of a relationship, Africa, being relatively poor and with a large share of agricultural population, should be on very much on the left of the rising portion of the Kuznets curve: inequality should be relatively low. In addition, the main asset, agricultural land, is relatively evenly distributed in Africa. In part thanks to the tradition of communal-land holding and exploitation, and absence of large plantations, landlessness has never been an issue in Africa. Mkandawire (2002, p. 193) writes: "There are two striking features of the African countryside…The first is that peasants…have direct access to the main means of production-labour and land; and the second [that] …with the exception of countries of settler agriculture and concessions, production of export crops in much of colonial Africa has remained in the hands of peasants." Actually, the absence of a landless peasant class was the major obstacle for a socialist revolution in the African context as noted by Che Guevara during his attempt to ignite the fires of the revolution in the Congo (quoted by Mkandawire, 2002, p.194) . Mkandawire (2002, p.199) writes, explaining the lack of appeal of socialism to African peasants, " [g] uerillas cannot offer an immediate end to predation by local potentates, since such predation hardly exists; nor can they liberate peasants from the heavy exaction of national governments, since African governments have only extracted surplus through the market and not by direct taxation at the level of production."
It is precisely this contrast between peasants in Africa and Latin America that Che must have found unexpected, and perplexing, that also informs our view on income inequality in Africa. Had European colonists managed to create extensive plantations along the west coast of Africa, 3 African and Latin American land ownership structures would have been more similar, and broadly the same level of inequality would be expected. Similarly, we are not particularly puzzled by very the high levels of inequality that obtain in Zimbabwe and South Africa where Europeans did manage to create a strong presence, a two-tier society and where independence or abolishment of the apartheid took much longer than elsewhere in Africa. What is doubly puzzling (in view of the Kuznets hypothesis, and broad ownership of land) is high levels of inequality in the rest of sub-Saharan Africa.
The hypothesis that we want to test in this paper is that high inequality in Africa is principally a political phenomenon. 4 Historically, African societies have been hierarchical with a large power vested in top leaders. Prevalence of slavery, conducted both by Muslim traders and later by European colonists, rested on active collaboration of African chiefs who often sold their own subjects into slavery as a way of acquiring money and power (see e.g. Bairoch, 1997, vol. 2) . This very fact denotes a very hierarchical social organization. Hierarchical structure was reinforced by European colonialism. European colonists became the new rulers, whose affinitive links to the bulk of the population were all but inexistent. 5 The population was again seen as a perfect subject for exploitation-be it through forced labor, slavery, or a combination of the two.
Colonial administration reinforced the traditional hierarchical structure of African societies in order to better control the population. A mutual cooperation between the two elites, the traditional African and the new European, thus developed to the detriment of the majority of the population. Finally, after the independence it seemed for a while that a much more egalitarian system would emerge. A number of African leaders of the 1960's (Nkrumah in Ghana, Sekou Touré in Guinea, Nyerere in Tanzania) espoused socialismwhich, as we know, has elsewhere resulted in large leveling of income even if political power was highly concentrated. Indeed, in a few African countries, like Tanzania and Zambia, more egalitarian policies were adopted and inequality levels seem moderate. Yet in most of the continent, despite these early promises of egalitarianism, levels of inequality are nowadays almost as high as at the time of independence. 6 We would argue that the historically hierarchical structure of these societies has reasserted itself, and that the new leaders-even those who use a "progressive" rhetoric-have simply reverted to the old-fashioned patrimonial state where concentrated political power is used to acquire economic gains. 7 In short, as in Max Weber's "political capitalism", political power is a necessary condition for the acquisition of economic power. This tendency might have been exacerbated by the natural wealth of some African countries (Nigeria, Gabon, the Congo, Congo Brazzaville, Angola), where a relatively simple way to wealth was possible: exploit natural resources either independently or by using foreign companies and keep the bulk of the profits in favor of a corrupt elite.
We shall therefore emphasize in the empirical part of the paper the role of the political (democracy) and social (ethnic or religious fragmentation) factors in explaining high levels of inequality in Africa. However, it could be that, in addition, to these factors the country or its people, but remain an alien body of sojourners, a 'parasite' upon the carcass of its 'host', destined to extract wealth from the country and retiring to consume at home." 6 Luiz (2002, p. 6) writes: "The colonial state's autocratic nature was extended eliminating any competitive pressure and using a system of patronage…to maintain power. State's weakness meant that it resorted to predatory forms of control extracting resources for its own gain rather than employing them in a developmental fashion."
7 "Neo-patrimonialism" is used as a paradigm by a number of writers on Africa (Bratton and van de Walle, 1998; Allen 1999; both quoted in Mkandawire, 2002) .
there is still an unidentified "African" component to inequality. The hypothesis will be empirically tested in Sections 3 and 4 of the paper. The previous two sections present some evidence on Africa's current level of inequality and income by contrasting it to Asia and Latin America. They also look at whether similar levels of inequality obtained at the time of independence. In the last Section, we present some reflections on the role of ethnicity and suggestions for further research.
2. Eyeballing Africa The difference, easily observable if we compare Panels a and b in Figure 1 , amounts to about 10 Gini points. This is a substantial difference: it is equal to the difference in 8 Africa is defined here to include only sub-Saharan Africa. 9 We had no alternative but to use both income and expenditure as the welfare aggregate, for concentration on either one would have drastically reduced the sample of countries (see the Annex).
inequality between the United States and Austria, and is twice the difference between the US and UK.
But in another way, Africa is also homogeneous: most of it is poor. The standard deviation of countries' GDP per capita is much lower in Africa than in Asia or Latin
America (see Table 1 ). However, the standard deviation of countries' Ginis is greater than in the other two continents. Not surprisingly, inequality in Africa is high in countries where the white minority ruled the longest and where that minority, even if small in percentage terms, was larger than elsewhere and well-entrenched (South Africa, Zimbabwe). 10 These two countries also have the highest average income levels.
Finally, we notice that there is no apparent pattern in Africa between GDPs per capita and inequality. In effect, there is a very strong clustering of the Gini points in the middle. This is in contrast to Asia, where there is a positive relationship between Gini and income (up to the income level of $10,000 where the data are truncated in our Now, the coverage of the rest of the world and of African countries in particular is uneven (as shown in Table 2 ). 13 The sample size and the country composition in Africa change a lot; income and expenditure concepts are mixed. All of that adds tremendous noise to the data displayed in Figure 2 .
11 Kuznets (1965 Kuznets ( , [1954 ] thought that income distribution in under-developed countries was getting worse in the 1950's and that the only exception to that tendency was the highly inegalitarian countries where "privileged minorities from metropolitan countries" (p. 169) lost their economic power and left the country at the time of independence. Mean Gini for African countries, Latin American countries and world without Africa And indeed the impression of rising Africa inequality in the 1990's is overturned when we keep the composition of the countries unchanged (see Table 3 ). Figure 3 ). For all of them except Zambia, inequality around the time of independence was not less, and very likely was greater, than is now. Our earlier hypothesis that high inequality in Africa is not a recent phenomenon seems to be confirmed on these few examples for which we have long-run data. Nigeria seems to chart a U shape type of evolution where inequality by early or mid-eighties was at its low point, and has since increased. Madagascar's inequality appears to be decreasing throughout, and Zambia and Tanzania show no apparent trend.
14 As before, we consider only the statistics calculated across individuals. Note: Calculated from the WIDER data base; only person-(not household-) based Ginis.
Thus while, because of lack of data, we cannot say much about the direction of change if inequality in Africa, it seems plausible that high inequality predates independence and that Africa does have higher inequality than the rest of the world. The question of course is Why? For, as we have seen, neither its low income level nor its relatively equal distribution of land seem to predispose Africa for such high levels if inequality.
Africa 4. Econometric analysis: Africa and the rest of the world
Our main interest is to see how well political and social variables are able to explain inequality levels and to check if the determinants of inequality in Africa are different from the rest of the world. Often, they are found to be, and the Africa dummy is claimed to be statistically significant. Higgins and Williamson (1999) in an investigation of the Kuznets hypothesis, find that the Africa dummy is "worth" , on average, almost 10
Gini points. Fields (2001, p.67 ) also reports a significantly greater inequality for subSaharan Africa. Our objective will be to see if we can "explain away" the Africa dummy, that is finding out what the dummy variable really approximates.
In the basic formulation, the explanatory variables include income (to control for the usual Kuznets-type of relationship), political variables, and exogenous social variables. Omitting the country subscript we can write this as ( (1) is an unbalanced panel, with ETHNO and regional dummies being time-invariant controls. The error term is assumed to be orthogonal to the regressors although we do allow (and adjust) for the possibility of endogeneity of several democracy variables. This is a formulation similar to the ones used in Gradstein, Milanovic and Ying (2001) and Li, Squire and Zou (1998). In both cases, level of income and political variables are key.
17
16 Terms "fractionalization" and "fragmentation" are used interchangeably.
The time period is 1950-2000. The data on Ginis come from WIDER and from world income distribution (WYD) project which collected detailed household survey data for more than one hundred countries covering the period from the mid-1980's to the late 1990's. 18 We have a total of 1067 Gini observations: 882 come from WIDER, the rest from WYD project. 19 The data on GDP per capita come mostly from the World Bank SIMA database. However, they are complemented by other sources, most notably from countries' own statistical yearbooks and this particularly so for the countries that were not independent during the entire 1950-2000 period.
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In the simplest formulation 1 ( and it ranges from 0 to 10 (higher values denote greater democracy). For ETHNO, we use an index of ethnolinguistic fragmentation. 21 The major interest of regressions like (1) lies in isolating the Africa-specific effect, that is testing whether African data behave differently than those from the rest of the world rather than in estimating the exact parameters of (1). We do this first by the inclusion of regional dummies. 22 The role of 18 More on this in Milanovic (2002) . 19 The data are of all kinds: recipients are either households or individuals, welfare aggregate is income or expenditures, the data are gross of taxes or net. As has become standard, we adjust for these differences in definitions by using dummies. It is a necessary adjustment, but not the one that can be enthusiastically endorsed. As Ivaschenko (2002) rightly observes, in many instances in transition countries, the bias of one definition over another is neither constant, nor is even the direction of the bias always the same. 20 For more information on GDP per capita series see Milanovic (2003) . 21 The index measures the probability of two random individuals from a given country belonging to the same ethnic group. The index obviously ranges from 0 to 1. Its formula is 1-
where n i =size of i-th group, N=total population. We use here the index calculated by Annett (2000) from the World Christian Encyclopedia (Barrett, 1982) . The advantage of this index compared to the more commonly used index derived from the Soviet sources (see Mauro, 1995; Easterly and Levine, 1997 ) is a much more detailed ethnic grouping, more recent data, and broader country coverage (150 countries). The data were kindly supplied by Anthony Annett.
the three-year lagged average for the Democracy variable is to avoid endogeneity (the contemporaneous effect of inequality on democracy) and more substantively, to allow for the fact that democracy is unlikely to affect inequality immediately. The results show that, with other factors being equal, countries in Africa would have a Gini coefficient about 10.3 points higher than WENAO countries (the omitted category). This comes on top of controlling for ethnic fractionalization which is the highest in Africa 23 and which also contributes to inequality. The Africa dummy is significant but smaller than the Latin America dummy by more than 2 Gini points. Test of equality of the two dummies however is not rejected. Thus while Africa seems to display greater inequality compared to the rest of the world, that "rest of the world" does not include Latin America and the Caribbean.
In formulation 2, we introduce more controls for the political system: a dummy variable for the type of political system (presidential system, assembly-elected president, and parliamentary system), and an index of government cohesiveness. Both variables come from the Database of Political Institutions (DPI) developed by Beck et al. (2000) . 24 Unlike Democracy, the System variable does not measure level of democracy but simply addresses the issue of where, in a given setting, the political power lies: in a president, in an assembly-elected president, 25 or in a prime minister that depends on parliamentary majority (regardless of how that majority is obtained-whether by variable, regional dummies were not included, ethnic fractionalization variable was insignificant. Once the regional dummies are included as controls, fractionalization becomes highly significant. This is explained by strong regional patterns of government consumption. The same seems a priori plausible here too as inequality does display strong regional features.
competitive elections or not). 26 We also use PolityIV database and averaged over three years. Party competitiveness measures the "extent to which non-elites are able to access institutional structures for political expression", and ranges from 0 to 5 (definitions taken from the code book of Polity database by Jaggers, 1996) . 27 The two variables are strongly correlated (above 0.9) 28 and the coefficients on the fractionalization variable and the Africa dummy are practically unchanged. Party competitiveness performs much better than Democracy and is significant and negative. We thus keep Party competitiveness in all other formulations.
We then move to testing whether the slopes (in addition to the intercept) may also be different for African countries. We are mostly interested in how democracy and ethnolinguistic fractionalization affect inequality in Africa compared to the rest of the world. The first is clearly a political variable; the second may be thought of one (in the 26 DPI uses a set of clear rules to distinguish between political systems, such as presidential veto power, presidential appointment of ministers and dissolution of the parliament. Thus, the French system is classified as parliamentary, because the Prime Minister depends only on parliamentary majority and not on president's will, and the Russian system as presidential since the Prime Minister is proposed by the President while the Duma can only reject him.
sense that it proxies for the way political pressure groups are formed). We interact both of them with the Africa dummy in formulation 5. Neither variable has a different effect in Africa compared to the rest of the world although the Africa dummy declines and (possibly because of collinearity) ceases to be significant.
We move next to checking whether dependence on commodity production and exports, where rents are presumably more easily appropriated, may account for high inequality in Africa. Easterly (2002) argues that commodity endowments predict well middle-class share, that is, inequality. Birdsall and Hamoudi (2002) have created a variable which, based on the export data for the period 1980-84, divides the countries into highly commodity-dependent, medium commodity dependent and least commodity dependent. 29 The results are given in formulation 6. Both commodity-dependence dummies are significant but with different signs: being medium commodity-dependent country contributes to inequality, being highly commodity-dependent reduces inequality (compared to the omitted category of least commodity dependent). 30 The latter is a rather unexpected result contradicting Easterly (2002) and the literature on the link between commodity dependence and inequality. It may be explained by the fact that other variables, specifically regional dummies, included here have swept away some of the commodity dependence effect, or that the effect is non-existent or not robust enough.
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Yet the important thing for us is that the interaction between ethnic fractionalization and Africa dummy becomes strongly significant, while the Africa dummy is not. 32 We shall therefore keep formulation 6 and contrast it with others. 29 To be highly commodity dependent, a country's share of primary commodity and natural resource exports in total exports needs to exceed a cut-off point of approximately 90 percent in four out of five years, 1980-84 (the exact annual cut-off points are explained in Birdsall and Hamoudi, 2002, p. 11) . If a country's share is below this cut-off point in all years, it is classified as "least commodity dependent." Those in-between are classified as medium commodity dependent. The data were kindly provided by Amar Hamoudi.
30 Note that the "overall" omitted category is a WENAO country with a presidential system and low commodity-dependence. The United States is one such country. 31 The average Gini of highly commodity dependent countries (43.6) is higher than that of least commodity dependent (37.6) but not that of medium commodity dependent (50.6).
32 If we replace interaction between fractionalization and the Africa dummy with ethnic fractionalization squared-arguing that there may, in general, be convexity in the relationship between ethnic
In formulation 7, we keep the same variables as in 6 except that we replace ethnolinguistic fractionalization with religious fractionalization to check whether the two fractionalizations have the same effect. Religious fractionalization variable is calculated from the same source as ethnic fractionalization (see footnote 21 above). In most countries, ethnic fractionalization is greater than the religious. 33 The two fragmentation variables are barely positively correlated in the rest of the world although they are somewhat more correlated in Africa (Table 5 ). Unlike ethnic fractionalization, religious fractionalization alone has no significant effect, and the interaction of religious fractionalization and the Africa dummy, turns out to be similarly not significant. The Africa-specific intercept becomes greater than zero.
So in the other formulations, we return to using ethnic rather than religious fractionalization.
It would seem that most of Africa's "exceptionalism" (high inequality) is not accounted for by a greater ethnolinguistic fractionalization as such, but by stronger fractionalization and inequality (with higher levels of fractionalization having an additional positive effect), the squared variable is indeed significant but so is still the Africa dummy. Similarly, interaction between ethnic fractionalization and commodity dependence shows a significant positive effect for high commodity-dependent countries, but does not make the Africa dummy variable insignificant. (Results of both regressions available on request.) inequality-increasing effect that ethnic fractionalization has on inequality in Africa compared to the rest of the world. The reasons why ethnic fractionalization would contribute to inequality and why it would do even more so in the African context are not clear. We may speculate that ethnic fragmentation may contribute to inequality in a similar way in which it impedes growth (as argued by Easterly and Levine, 1997, p. 1232-3) : by leading to a political fight over the spoils between the different ethnic groups that alter in the government. In that sense, the "spoils economy" will not only retard growth but may lead to high inequality in the distribution of income. That scenario may also be viewed as an illustration of simultaneous determination of inequality and growth-a point which has plagued empirical estimates of the relationship between the two (see Dollar and Kraay much quoted 2002 paper).
But could it be that when we interact democracy and fractionalization variables with the Africa dummy, we wrongly attribute these effects to something specifically "African"
when the issue could be that it is low levels of GDP that are to blame? In other words, ethnic fragmentation may have more deleterious effects on inequality in relatively poor settings whether they are in Africa or not. In formulation 8, we interact Party competitiveness and Ethnic fractionalization with (ln of) GDP per capita. Both interactions are significant. The results are not unexpected: as countries become richer, ethnic fractionalization has less of a deleterious impact on inequality, and democracy has a more powerful favorable effect (inequality-reducing). However the new formulation does no do away with the Africa effect: the Africa dummy remains highly significant.
The important result for us is that the Africa dummy when interacted with democracy and ethnic fractionalization (that is, formulation 6) performs differently from GDP per capita, and thus cannot be simply replaced by the latter. There are apparently some "African" -not GDP related-features that make fragmentation particularly conducive to high inequality. This is confirmed by formulation 9 where we keep everything as in 8, but add interaction between ethnolinguistic fractionalization and the Africa dummy. In this direct test of whether African inequality is higher because the continent is poor or because it is "Africa" (whatever it may be), the latter hypothesis performs better. The interaction between ethnicity and Africa is significant, while the one between ethnicity and income is not. The Africa dummy in turn ceases to be significant.
Another alternative could be that the fractionalization variable adds so much to inequality in Africa because Africa is not sufficiently democratic. One can hypothesize that religious or ethnic fragmentation is less of a social problem, and less likely to lead to high inequality in more democratic settings. In formulation 10, we therefore keep formulation 6 and add interaction between ethnic fragmentation and democracy. The new variable is highly significant (at higher levels of democracy ethnic fractionalization's effect on inequality is muted), but so is the Africa dummy.
Finally, yet another alternative could be that being a commodity-dependent producer in Africa makes inequality higher. We test this by interacting commodity-dependence variables with the Africa dummy (formulation 11). The interaction terms are not significant, so we have to reject this hypothesis too.
Thus, the formulation 6 seems to be our preferred formulation. We test it further by replacing commodity dependence by "point source" producer countries. It has been recently argued (Murshed 2002, Woolcock, Pritchett and Isham, 2001 ) that it is the specific type of commodity producers, namely the "point source" producers (and exporters) who are likely to experience extensive rent-seeking, high corruption, political instability, and thus, one could surmise, high inequality. This is based on the view that natural resources that are found in one place like oil, diamonds, and gold can be easily taken control of by a corrupt group that can use the proceeds for personal enrichment or to prosecute a war. 34 In formulation 12, we create a dummy variable for all countries which, according to a classification in Murshed (2002) , were "point exporters" in the mid-1980's. The results are fairly unambiguous: being a "point exporter" has no impact on inequality. 35 However, variables that were significant before in formulation 6, including the interaction between ethnic fragmentation and the Africa dummy cease to be so, while others (party competitiveness and assembly-elected president), turn significant.
It can be also argued that inequality in Africa is high because of lack of withincountry integration and low population density: bad transportation system and large distances between the settlements hinder trade and migration from poorer to richer areas.
We test for this by including population density (number of people per square kilometer) in formulation 13. The variable is significant, and has the expected sign (negative). It does not affect however our earlier results from formulation 6.
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We conclude that the regressions show that democracy (in its several formulations)
has an inequality-reducing effect only at relatively high income levels, and that the type of political system matters with the presidential system being consistently the most unequal. Ethnic fractionalization is throughout associated with greater inequality, but its importance diminishes at higher levels of income and democracy. Not surprisingly, ethnic fractionalization is much less of a "bad" if countries are rich and democratic. It might then seem that the "African problem" is not ethnic fractionalization per se, but rather low income and democracy that "allow" ethnic fractionalization to play a negative role (in increasing inequality).
However, this is not the case because adjusting for all of these effects still leaves an unexplained Africa dummy. The latter is eliminated only when it is interacted with the ethnic fractionalization variable, implying that there may be unobserved, specifically African, features that seem to operate through ethnic fractionalization. While ethnic diversity is everywhere associated with greater inequality, there is an additional effect in Africa which we capture through the slope coefficient (interaction between the Africa 35 However, if we omit regional (Africa, Asia etc) dummies, the point-source exporter variable becomes significant. This suggest that its significance is due to the omitted variable bias, that is, once we control for regionally-specific effects, the point-source variable loses its relevance. 36 When we interact Africa dummy and population density, the variable is not significant implying that low density does not have a different impact in Africa compared to the rest of the world. dummy and ethnic fractionalization). This pinpoints to a proximate cause of greater inequality in Africa, but it does not provide a clear mechanism, nor an explanation about the way this proximate cause affects inequality. A reasonable hypothesis is, of course, that it does through the same mechanism which is speculated to have been behind Africa's "growth tragedy" as argued by Easterly and Levine (1997) . We shall return to this in Conclusions.
It is also noticeable that in almost all formulations, regional dummies (except for Asia) are statistically significant. As expected, Eastern Europe/FSU show lower inequality than the West (omitted category) although this is largely offset by the evolution during the transition years (a highly significant positive dummy). Latin America, as discussed before, displays significantly greater inequality than Western countries but not greater than Africa as the hypothesis of the difference between the two regional dummies is rejected in all formulations.
After this analysis where we have "confronted" Africa to the rest of the world, we move to an empirical analysis of inequality within Africa. While finding out whether (and why) Africa is different from the rest of the world is important, additional insight may be gained by looking at individual African countries to see what makes them similar or different from each other. Moreover, the parameter homogeneity can in the "Africa only"
case be assumed to be greater and thus our estimates more precise. Our attention will be directed particularly to the role of ethnic fractionalization: if ethnic fractionalization has more negative effects in Africa (compared to the rest of the world), we would expect that this effect would be present in the African context too: namely, that higher ethnic fractionalization will be associated with greater inequality within Africa as well. 
Econometric analysis: inequality in African countries only
A standard approach in the presence of suspected parameter heterogeneity is to splice the sample into more homogeneous groups. This is what we are doing here by focusing on African countries alone. Note, first, that the problem of too few observations makes a fixed-effects regression rather pointless. There are on average less than three observations (Ginis) per country for the entire 40-year period. There are only 14 countries with more than 3 observations (see Annex 2). We thus run pooled regressions as shown in Table 6 .
We begin with very similar formulations as previously for the whole world.
Formulation 1 shows that the results for Africa alone are much weaker. GDP per capita does not play any role-not surprising in view of the fact noted in Figure 1 above that in Africa inequality and GDP per capita seem to be orthogonal. Likewise, Party competitiveness and Ethnic fractionalization are unimportant. The interesting novelty is that systems with assembly-elected president seem to be associated with higher inequality compared to the omitted category of presidential system. This is exactly the opposite of what we found for the world as a whole. One must not read too much in these findings however because the sample size is too small: a huge majority of African countries have presidential system. The only country in the sample with the assemblyelected president is South Africa (since 1990) which then of course "assigns" large inequality-enhancing effect to that system. 37 Thus in the rest analysis we combine the assembly-elected presidential system with direct presidential system (as the omitted category).
In Formulation 2, we run the same regression as 1 instrumenting for contemporaneous Party competitiveness by its lagged value. None of the variables is significant. 38 In formulation 3, where we interact Party competitiveness and GDP per capita, there is again no significance at conventional statistical levels. In the next formulation 4, we add the "point source" variable, and the results practically reproduce these from Formulation 3. In formulation 5 where we replace the "point" producers by the commodity dependence variable we begin to get some interesting results and R 2 almost doubles. The importance of ethnic fractionalization shoots up to become highly significant. Having parliamentary system is also highly significant and strongly proinequality (adding some 10.3 Gini points compared to the presidential system). And being medium-commodity dependent, as we previously found for the world, is bad for equality.
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Would dominant religion (Catholic, Muslim, African traditional etc.) make a difference to inequality? 40 We test this in formulation 6. Table 7 shows the distribution of African countries according to the dominant religion as well as the same distribution across African countries (data points) in our sample. The two distributions are quite similar. Countries without a dominant religion (that is, mixed religion countries) are the most frequent in Africa. They account for about a third of all African countries, followed by the (new) Christian, 41 and the mixture of Christian and traditional African religions, and then by Muslim countries (1 out 5 sub-Saharan African countries is dominantly Muslim). 38 The same is true if we use a fixed-effect (countries) formulation of equation 1. A severe lack of intertemporal observations for the same country should be kept in mind: the average number of data points is 2.7 per country (out of maximum of 41 data points per country).
39 On a cautious note, there are only four medium-commodity dependent countries in Africa (Gabon, Guinea Bissau, Malawi and Niger) with a grand total of 11 Gini observations. 40 The rule used in deciding what is a dominant religion in a given country was that at least 40 percent of the population had to have the same religion, with the second most numerous religion not exceeding 25 percent of the population. In cases when two or even three religions have similar number of adherents, a single dominant religion could not be defined. If two religions (e.g. Christian and traditional African) claim about the same number of votaries, we create a hyphenated category. If however there are more than two religions with approximately the same number of people (as in Nigeria, Burkina Faso, Cote d'Ivoire etc.), the country is assigned in the group with no dominant religion. For details see Gradstein, Milanovic and Ying (2001) . 41 Somewhat overrepresented in our sample. The prefix "new" (Christian) is simply added to indicate that these countries have adopted Christianity relatively recently (compared to the rest of the world).
The results are interesting. The societies without a dominant religion are found to be significantly less unequal. For others, religion does not matter. 42 Ethnolinguistic fractionalization remains highly significant such that each 10 percent increase in fractionalization raises inequality by 3.3 Gini points. Contrary to what we found for the world as a whole, this impact is not diminished by higher income level (results not shown here). 43 When superimposed on ethnic cleavages there is also religious fragmentation inequality is curiously less. Is it because in that case a modus vivendi must be found unless the country explodes in a civil war and thus is not even included in the sample?
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Parliamentary system remains pro-inequality.
But would the effect of ethnic fractionalization be reduced if country becomes more democratic? We have seen this to be true for the world as a whole even if this still did not explain away the Africa effect. We test this using formulation 7. And indeed, within African context, greater democratization (unlike greater income) renders the proinequality effect of ethnic fractionalization insignificant even if democracy alone does not reduce inequality. This is potentially an important finding as it suggests an indirect mechanism whereby democracy leads both to lower inequality 45 and (perhaps) to a change away from politics based on ethnic mobilization.
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43 Does ethnic fractionalization makes inequality worse in conditions of point-exports and commodity dependence? No, we interact both variables with the fractionalization variable and none of the interactions and none of the variables is significant (regressions available on request). It seems therefore that the effect of ethnic fractionalization can be separated from the fortuitous presence or not of mineral deposits or wealth in commodities. 44 There are no household surveys while countries are undergoing civil wars.
45 By nullifying the pro-inequality effect of ethnic fractionalization. 46 On a related topic, namely why democracy in Africa might facilitate economic reform see van de Walle (1994) . Finally, adding population density in formulation 8, as we have done for the world as a whole, leaves results from formulation 7 unchanged. In three last regressions, R 2 is much greater than what we have started with: it went up from less than 0.3 to about 0.65.
In conclusion, when we restrict our sample to African countries alone and try to find out what makes inequality different among them, the results are much weaker than for the world as a whole partly (or entirely?) because of a limited number of observations and lack of variability across characteristics in the sample. In contrast to the results for the world, we find that parliamentary system us more likely to lead to inequality than the presidential. We reconfirm the strong effect of fractionalization. But, more importantly, the effect of ethnic fractionalization is found to be much weaker or nil as countries become more democratic. This pinpoints to one of the conventional ways in which negative features of ethnic fractionalization are reduced, and shows that this works in Africa as well. The effect however is probably not very strong since for the world as a whole we did not find that democratization does away with the role of ethnic fractionalization in Africa (see equation 10 in Table 4 ). It is only when our sample was limited to African countries that we did find that, within them, being democratic or not does make a difference. then the break up of the polity into many ethnicities can be regarded as a proxy for political decision making based on attempts to maximize the spoils, or the fruits of progress, for one's own constituents. The two factors are then twined: the political sources of inequality are key, and the politics works through ethnicity (and religion). This would be a shorthand of the "ethnicity-as-politics" (EP) hypothesis. Yet we also find evidence that both in Africa and the world, the power of EP diminishes as countries become more democratic.
The ethnic fragmentation variable as an explanation for many evils in this world (e.g. low growth in Africa in Easterly and Levine (1997) , partition between the states in Alesina and Spolaore (1997) , corruption in Mauro (1995) , unevenness in the provision of public goods in Alesina, Baqir and Easterly (1997) , political instability in Arnett (2000)) has enjoyed something of a vogue recently. As Mark Mazower (1998, p.389-90) writes in the context of transition from Communism: "After 1989, Western commentators became transfixed by nationalism. As national memories and old hatreds resurfaced, it was easy to see the revival of nationalism as the return of history and the root of…future troubles. 47 As argued for example in Addison and Murshed (2003) . The attractiveness of the variable was confirmed by its apparent strong significance in many studies, including this one. Almost no matter how hard one tries, ethnicity tends to "survive" all econometric tests, and reformulations of the hypotheses.
Yet there is something deeply unsatisfactory in the explanations that involve ethnicity and ethnic fragmentation. Two things are unsatisfactory: lack of policy implications, and lack of knowledge of mechanisms (channels) through which ethnicity affects outcomes. Saying that ethnic fragmentation means slower growth or higher inequality to a policy maker from an ethnically heterogeneous country is saying that either his country is doomed, or that it needs to be broken down into several ethnically homogeneous countries. The economic policy-maker can then go fishing since neither solution requires him. The first solution requires no one, the second requires soldiers.
But the lack of knowledge regarding the channels whereby ethnicity affects the outcomes is an even greater concern. Let us suppose that indeed ethnicity has the impact that is ascribed to it, that EP hypothesis holds, and moreover that we are not interested in policy advice but simply in a positive description of a phenomenon. We still need to know-and do not-"how" ethnicity does what it does. Compare this with democracy.
When we say that an increase in democracy is associated with X, we more or less know 48 Unless, of course, one takes a rather extreme position of holding that high inequality in conditions of ethnic fragmentation would lead to a civil war that, in turn, might alter ethnic composition of the country. Although the assumption is fairly strong, it is, unfortunately, not too removed from recent actual developments in several countries. There are also views among political scientists that endogeneity is an endogeneous variable in the sense that it is politically constructed (I owe this point to Nicolas van de Walle.) However, for our purposes, it is unlikely that inequality will have a direct effect on ethnic composition of the country.
what we are talking about because we know what "democracy" means and we have a number "unpacked" measures of democracy-that is, channels through which democracy affects other variables. We have measures of media freedom, the way that the parliament or the chief executive are elected, whether the system is based on proportional representation or single-district majority; we have measures of social involvement in decision making, number of NGOs, extent of the power of the elite. Some of these "unpackaged" measures of democracy were used in this paper too.
But this is far from being the case with ethnicity. Other than for a hypothesis that ethnicity makes working out consistent macro policies difficult, or that a competition for spoils develops in such a way that every group when it comes to power tends to transfer resources to its own members, we know very little about how "ethnicity" gets translated into inefficient outcomes. As we have argued here as well, ethnicity works well, and because it works well we treat it as a proxy for something we are unable to test.
The explanations about what ethnicity proxies for and what are the mechanisms through which it works mentioned here or elsewhere are pure hypotheses-we are not able to directly measure nor test any of them. 49 Moreover, when groups compete for spoils, it need not necessarily be a competition between different ethnic groups: the basis for group formation could be very different. But if ethnicity represents a more secure basis for coalition formation, the question is "why"-because the costs of defection are higher, enforcement is easier, level of trust is greater? And if so, can't we test these hypotheses directly?
How weak ethnicity is as an explanation despite its prime facie plausibility can be illustrated on the example of the Alesina and Spolaore (1997) paper on nation formation.
After the break up of the Soviet Union, Yugoslavia, Ethiopia and Czechoslovakia (together with the creation of the European Union), the papers that sought to "explain" the optimal number of states in the world became popular. Alesina and Spolaore (1997) paper derives the number of the states in the world as a result of a trade-off between similarity of preferences between different (ethnic) groups, and decreasing cost of provision of public goods. There is thus an optimal point where gains from lower cost of provision of public goods and larger market size are offset by higher disutility from association with people whose preferences we do not share. The explicit assumption is that the similarity of preferences is decreasing in distance. 50 A useful approach for future research would be to try to "unpack" ethnicity, in order words to try to find out what exactly the variable represents and through what channels it affects inequality, growth and other variables which it has found to be associated with.
